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SUBJ: LIBERAL/COUNTRY PARTY ALTERNATIVE TO PROPOSED GOA FY 76 
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1. SUMMARY: OPPOSITION LEADER ERASER PRESENTED LIBERAL/CP 
ALTERNATIVE BUDGET IN PARLIAMENT AUGUST 26. EMPHASIS IN ALTERNATIVE 
PROPOSALS WAS ON INCREASED BUDGETARY MEASURES TO STIMULATE 
BUSINESS AND INVESTMENT ACTIVITY. OPPOSITION SPECIFICALLY 
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ENDORSED MOVEMENTS TOWARD INDEXATION OF CORPORATE AND PERSONAL 
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INCOME TAXES AND OTHER MEASURES AT REVENUE COST OE ABOUT 
$A1 BILLION. FRASER PROPOSED EQUIVALENT CUTS IN PUBLIC SPENDING 
TO KE EP DOMESTIC DEFICIT AT APPROXIMATE $A2 BILLION LEVEL 
PROVIDED IN TREASURER'S BUDGET. END SUMMARY. 

2. MAIN TAX AND SUBSIDY PROPOSALS WERE (A) ADDITIONAL $A500 
MILLION CUT IN INDIVIDUAL INCOME TAXES AS A EIRST STEP TOWARDS 
THE TAX INDEXATION MEASURES AS PROPOSED BY THE MATHEWS 
COMMITTEE (REE A). (B) IMMEDIATE PARTIAL INTRODUCTION OP THE 
INVENTORY VALUATION ADJUSTMENT PROPOSALS OP THE MATHEWS COMMITTEE 
AS THE EIRST STEP IN A THREE- YEAR PROGRAM TO ACCEPT THE PULL 
RECOMMENDATION, WHILE MAINTAINING CORPORATE TAX AT PRESENT 
LEVEL, (C) INTRODUCTION OP 40 PCT. INVESTMENT ALLOWANCE TO SUPER- 
SEDE THE DOUBLE-DEPRECIATION ALLOWANCE, (D) SUSPENSION OF BEEF 
EXPORT LEVY AND INTRODUCTION OP WELFARE PAYMENTS POR BEEF 
GROWERS, (E) RESTORATION OP SUPERPHOSPHATE BOUNTY. 

3. ON EXPENDITURE ACCOUNT ERASER LISTED NUMEROUS REDUCTIONS, 
ALTHOUGH NOT WHOLLY ACCOUNTING FOR REDUCTIONS NECESSARY TO 
BALANCE PROPOSED REVENUE REDUCTIONS. MAIN PROPOSALS INCLUDED 

(A) ZERO GROWTH RATE POR PUBLIC SERVICE, (B) ELIMINATION OP NUMEROUS 
OVERHEAD GOVERNMENT BODIES (BUT NOT OP THEIR MAJOR ACTIVITIES), 

(C) SLOWDOWN IN PUBLIC WORKS, (D) RETURN OP SOME PIPELINE PROJECTS TO 
PRIVATE SECTOR, (E) MARGINAL REDUCTIONS IN VARIOUS APPROPRIATIONS 
AND ADVANCES. 

4. EMBASSY COMMENT: IN ADVANCE OP ERASER BUDGET SPEECH, OBSERVERS 
GENERALLY BELIEVED OPPOSITION WOULD HAVE DIPPICULTY MOUNTING MORE 
THAN PERIPHERAL ATTACK ON TREASURER'S BUDGET, SINCE LATTER HAD 
SUBSTANTIALLY PRUNED EXPENDITURE AND CURBED PROJECTED DEPICIT. 

IN FACT, FRASER APPEARS ACCURATELY TO HAVE SINGLED OUT POR CON- 
CENTRATION THE PRINCIPAL WEAKNESS OP THE TREASURER'S BUDGET, 

NAMELY THE LIMITED ENCOURAGEMENT IT PROVIDES POR REVIVAL OF BUSINESS 
AND INVESTMENT ACTIVITY. SPECIFICALLY, FRASER TAKES ISSUE WITH 
TREASURER'S DECISION THAT COST TO REVENUE OF TAX INDEXATION 
MAKES ADOPTION IN COMING YEAR IMPOSSIBLE DESPITE AGREED DESIRAB- 
ILITY OP SUCH MOVE FROM INVESTMENT STANDPOINT. WHILE FRASER 
PROPOSALS POR COMPENSATING CUTS IN PUBLIC EXPENDITURE REPRESENT 
COURAGEOUS ATTEMPT TO GRAPPLE WITH PROBLEM TRADITIONALLY EVADED 
BY HIS OPPOSITION PREDECESSORS, IN PRACTICE HIS SPECIPIC PRO- 
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POSALS POR CUTS ACCOUNT FOR ONLY ABOUT ONE-HALF OF COST OF 
INITIATING INDEXATION AND OTHER MEASURES AND THERE IS ROOM POR 
HONEST DOUBT WHETHER SOME OP THESE SPECIPIC SAVINGS NOT OVER- 
ESTIMATED. NEVERTHELESS, ERASER DESERVES CREDIT POR POCUSING DEBATE 
DIRECTLY ON A PUNDAMENTAL ISSUE - REVIVAL OP PRIVATE INVESTMENT 
AND BUSINESS ACTIVITY, AS WELL AS POR PACING UP BETTER THAN HIS 
PREDECESSORS TO THE TRADITIONAL CHALLENGE TO SPECIPY WHERE HE 
WOULD CUT PUBLIC EXPENDITURE. 
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5. IN PRACTICE, FRASER'S PURPOSE IS CLEARLY TO ESTABLISH A 
PLATFORM ON WHICH TO STAND IN THE EVENT OF 1976 ELECTIONS BECAUSE 
HE HAS REITERATED THAT THE OPPOSITION, WHILE OPPOSING THE BUDGET 
IN THE GOVERNMENT-CONTROLLED HOUSE OF REPRESENTATIVES, WILL NOT 
USE OPPOSITION NUMBERS IN THE SENATE TO DEFEAT THE BUDGET. ON 
BALANCE, FRASER'S PERFORMANCE IN THE TRADITIONAL EXCHANGE OVER 
THE BUDGET HAS ENHANCED HIS PUBLIC STATURE BUT HIS DECISION TO 
ALLOW THE TREASURER'S BUDGET TO GO THROUGH PARLIAMENT IS A 
CALCULATED RISK SINCE IT GUARANTEES THE GOVERNMENT SEVERAL 
ADDITIONAL MONTHS OF LIFE DURING WHICH ITS ELECTORAL PROSPECTS 
CAN HARDLY DETERIORATE AND MIGHT CONCEIVABLY IMPROVE. 

PERCIVAL 
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